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Abstract 
With the development of economy, telecommunications have gradually broken the monopoly and introduced 
competitive mechanism. Then, universal service of telecommunications becomes the key point concerned by our 
government and academia. The original development of telecom cannot fit for competition, and the universal service 
of telecommunication is still arduous task. It is a real significance to study the policy of universal service This paper 
analyses the shortcomings of current policy, and comes up with several recommendations of our country for policy 
and regulation 
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 Introduction 
About concept of telecommunications universal service At present, the world widely accepted 
definition of telecommunications universal service is defined by the organization for economic 
cooperation and development (OECD): Anybody are able to afford the use of telecommunication business 
anywhere, the price and quality of service should be equally. The definition of universal service of 
telecommunications shows its three characteristics: (1) accessibility. Telecommunications network cover 
all over the country, the users can access network when they need telecommunication services and enjoy 
the telecom service at any time or place, (2) affordability. The telecommunication service price is 
reasonable and affordable for customers. I.e. most users should be able to afford the service. (3) Non-
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discriminatory. All users enjoy the same treatment, the content and quality and price of service should be 
no discrimination, regardless of race, sex and regional    
The current situation and characteristics of telecommunications universal service in China 
In 2008, the world is stirring upheaval. In outer industry, along with the economic crisis expands, 
telecom industry was also involved in the storm center from "havens", In the inner industry, the appearance 
of new framework of industry regulator and new rules determine the industry development direction. In 
this year, the external environment, the competition and cooperation, technology application telecom 
industry, etc, have changed in quality, a great number of events marking an important stage of 
development or a turning point in history have arisen. They pointed a new start for telecommunications 
industry development. 
Generally speaking, at present the development of telecommunication in china has the following 
features: 
A. The gap between fixed telephone subscribers and mobile phone subscribers is becoming widen 
2009 November, the total mobile phone users in China come to 739 million. Since 1987 China 
introduce high-capacity cellular mobile phone system, the number of mobile phone users has grown 
rapidly. Meanwhile, fixed telephone users decreased, the gap between fixed telephone subscribers and 
mobile phone subscribers is becoming widened. By October 2003, the total of mobile phone subscribers 
have exceeded fixed telephone users. By the end of 2009, the share of mobile phone users in the 
telephone subscribers accounted for 70.4%, the gap between fixed telephone users and mobile phone 
subscribers is more than 400 million. 
B. The net added number of mobile phone subscribers has increased again  
From the net increase of mobile phone subscribers every year, before 2001, our mobile phone users are 
in the period of rapid growth, the net number of mobile phone subscribers has been increasing each 
year  After 2001, the mobile phone users get into a steady increase, net increase of mobile phone users 
kept 60 million in 2009, the net increase of mobile phone users is 10613.8, and the total came to 74738.4. 
The year 2009 is the biggest increase in recent years; a net increase of March was 1055.1 and betters a 
record of monthly growth record. The popularity rate reached 56.3 mobile phones per 100 people; it is 7.8 
mobile phones per 100 people more than the end of last year. 
C.      regional distributions of Mobile phone users  
On the whole, the increase proportion of mobile phone users in the middle and western regions of our 
country is upgraded and in the eastern areas corresponding decreased. In the first half of 2008, eastern 
mobile phone subscribers increased from the net crease. But the western growth speed is the fastest.                           
The problems faced by telecommunications universal service in china.                                        
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In recent decades, although our telecom industry has made marked achievements, we also met with 
many problems in the development process.  
D. Network resources utilization is unbalanced 
There is a great deal of waste for our resources use of telecom networks. There are lots of idle a fiber 
optic cable and then there is a great deal of duplication. This fully illustrates that the use of telecom 
network resources are unreasonable and use efficient is low 
E. there are still great gap between China and the international telecommunication business                               
Although china's GDP and import and export trade was in the front row in the world, but china 
telecom "going global" strategy is still in a very early stage. The three major telecom players are listed 
company. “Going global” in the capital market, but compared with the world first-class telecom 
enterprises there are still large gap. for example, 39  income of telecom in Germany came from 
overseas, and 87  income Vodafone came from overseas, and other leading telecom company also have 
a lot of income came from overseas. But overseas income of china Telecom is almost zero. This shows 
that there are still many problems in china telecom international commercial view, the strategy and 
support for the mechanism.   
F.     “market failure”                               
There is monopoly in the market, according to the theory of economics: when the cost of products on 
the market provided by a single manufacturer is less than the cost supplied by more manufactures, then 
will produce natural monopoly. The necessary condition of efficient allocation of resources is that the 
price of product is equal to the marginal cost. However, due to the existence of monopoly, monopoly 
enterprises will pursue maximum of their benefits, they may not make the price in equals the marginal 
cost. General Price could be far higher than the marginal cost, this leads to the waste of resources.  
G.     there is a heavy responsibility and a long way to go for merger of three networks                             
The so-called “merger of three networks" refers that telecommunications, broadcasting televisions and 
computer communication network mutual permeate, and mutual compatible, and gradually integrate into 
the world information communication network. “Merger of three networks" is to realize the resource 
sharing, avoid low level repeated network construction, and format an adaptability, easy maintenance, and 
low cost, high bandwidth multimedia platform. However" merger of three networks" is not a business that 
can be undertaken in a day or one night, there are many contradictions.  
The policy and regulation design of telecommunications universal service in china        
H. The existing system  
1) "Telephone call in every village project"   
 Entering the 21st century, China telecom's reform has made remarkable achievement; network 
scale and the number of users were ranked first in the word. But in the rural areas, the development 
situation of the correspondence telecommunications development level is very uneven, and the gap 
between the city and rural is becoming widen. 
 In early 2004, in order to promote the rural communication development, the ministry of 
information industry started to organize "the project of telephone call in every village" nationwide. 
Until 2009, according to authority statistics of the ministry of information industry and 
telecommunications, the project plan was over fulfilled, and gain new achievements in the work. 
 “Call in every village “project ended history of millions of rural households farmers without 
telephone remote, thousands of rural residents benefited from it. Rural communication universal 
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service level step to a new stage plays a great role for local farmer’s poverty alleviation and social 
economic development. 
 However, this system also exist some problems: 
a)  distorted the price. Cross subsidy does not conform to the principles of economics optimal 
efficiency, results in social welfare loss and waste of resources. 
b) , restrain competition. Because of the subsidy, competitors cannot enter the subsidy market. After 
open of Telecommunications market, only in low cost place and high profitable business competitors do 
business, leading to the less of cross subsidy funds resources. Such as the domestic and international 
long-distance telephone prices dropped substantially, then cross subsidy become more and more difficult. 
2) Inadvisable market failure 
 In order to solve the “Three Rural Problems "in January, 2004 China put forward inadvisable 
universal service measures. Regard the 31 provinces, cities and autonomous regions as 31 
universal service areas; enter into business share according to the market share of the business 
operators. This plan has irreplaceable advantages compared with other plan: 
 First, inadvisable reduces the dependence of regulatory agency on enterprise information cost, 
greatly reduce the control cost. Control departments need not calculated the total cost of universal 
service; also do not need to check each universal service net cost. Control department only need to 
determine the target, supervise the implementation. Thus, greatly reduce the data error and 
implementation difficulties, improve the working efficiency.  
 Secondly, this plan is basically accord with principles of competitive neutral. Each base telecom 
operators provided public telecommunication services shall bear the obligation of universal service; 
the size of the obligations is determined by the revenue and profit share. Theoretically it realized 
the principles of fairness. 
 Third, inadvisable is an incentive mode. In essence, inadvisable is a measure combining internal 
cross subsidies with universal service fund system. As each operator establish their own funds for 
universal service internal. Because of his own administrations, greatly reduce the information 
asymmetry problem; the management cost is also reduced efficiently. 
 However, some inherent defect also exists in inadvisable  
 First, the most important is hard to be truly fair. The first one is that the index selection is very 
complicated in the process of difficult coefficient and task coefficients determine. The estimate of 
task is too rough; the corresponding task of operators is also difficult to be accurate. For example.  
The cost that a province completed the task of one village project is probably the same with the 
cost that another province completed four or five village projects with relatively good conditions. 
The second one is that task is assign to the head office but it is done by branch company of every 
province, ignoring the cost differences in different areas, it results the difficulty is harder in 
western provinces than the east generally. Therefore, many branch companies in provinces have 
discontent. 
 Second, without restriction. This is inadvisable fatal flaw. Due to the lack of regulations on the 
unfinished operator, it is actually the punishment of soft constraint. Operators choose the business 
number according to their own interests, and then cause the low degree of the universal service in 
many remote areas  
 Third, cause repetitive construction. Policies are to prevent redundant construction, but actually 
exacerbate the rural redundant construction. Telecom enterprises pursuit profit maximization goal 
as a listed company. This make the lack of motive force for enterprise in the communication 
construction of remote areas because of no profit. For some rapid development rural markets, such 
as jiangZhe, in order to profit some operators have entered, but “after Inadvisable " mandatory 
joined new competitors, leading to a greater repetitive construction. 
 Fourth, the defects in some detail. Control scheme is less meticulous; the obligations of each 
operator after network construction are not described accurately. Nobody rule the part that has 
been built but loss operation, actually this part of the universal service costs quite large. 
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I. legislation of telecommunications Universal service Identify the Headings 
1) Telecommunications law. In order to promote telecommunications universal service, like other countries, 
China makes the correlative stipulation to such basic industries as telecom, postal. As the great telecom 
power, the scale of telecom network and the number of users in china are all No.1 in the world. Because of 
the telecommunications law is still in the legislative process, the telecommunications law (draft) has 
repeatedly, extensively solicit opinions, but in the telecommunications law (draft) (2009 July 27), rules 
about strengthening telecommunications infrastructure construction, maintenance of the 
telecommunications market orderly competition, and promotion of telecommunications market effective 
competition seems slightly inadequate, so there is still necessary in the telecommunications law increasing 
the related content, make both consumers and operators of telecom the lawful rights, and make a balance 
between the rights of right owner and public interest, promote the healthy and orderly development of the 
telecommunications industry. 
2) Determine the business scope of telecommunications universal service. 
 Which type business should belong to the category of universal service business is closely bound 
up with the economic development and the telecom of all country. Generally speaking, in 
developed countries, the level of development of telecommunication business is high; phones are 
popular, universal service of telecommunications business has expanded and upgrades. Yet for 
developing countries, level of telecommunications universal service is relatively low, the business 
of telecommunications universal service is only some basic operations, such as telephones, etc. 
 Summarize the experience abroad, we can discover that telecommunication universal service 
involved in the business as follow: the telephone service, emergency phone business, public 
telephone services, inquiry service, special service for the disabled and low-income people, wiring 
service and information service, including digital transmission, etc. 
J. determine the goal of universal service of telecommunications reasonably  
 Long-term goal. For example, In Brazil, universal service access goals is that there is a public 
phone in the distance of 800 meters by December 1999, in 2001 and 2003, the goal is 500 meters 
and 300 meters, the level is increase. The goal of the national tele-density will rise to 7.5 per 
thousand people in 2003, 8 in 2005.  
 Through the analysis of other countries universal service of telecommunications access goals, there 
are three categories: 
 a) ensure one public telephone in a village, township  
 b)  One telephone in the area with a certain number of populations. 
 c)  One telephone within certain limits 
 According to our country's basic conditions, we formulate the goal of universal service of 
telecommunications considering not only its development but also the regional. The so-called 
developing is to formulate short-term, medium-term and long-term goals, the regional are to set 
rational, moderate, actual target according to the different development level of different regions. 
K. establish fund mechanism of telecommunications universal service Footnotes 
It is the premise of funds for universal service of telecommunications to establish the perfect 
supervision system, the security management institution of universal service of telecommunications 
universal service. According to the experience of other countries, the establishment of management 
institution can be supervised and regulated by the government; it also can be executed by non-profit 
professional company or dependent control organization. There were great difference in situation in our 
country; it is suitable to establish vertical, layered management universal service agencies, which is 
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divided into central and provincial management framework. At present stage, we can operate according to 
the management mode of ministry and province (autonomous region, municipality directly under the 
central government) communications administration bureau.  At a certain stage, we can build non-profit 
institutions leaded by government and managed by committee composed by more representatives. The 
core and key link of Universal service is the use of universal service fund. We must establish China's 
telecom financial index system according to the principle of balance and region difference, Standardize 
cost accounting methods and approaches of telecommunications service. In the Chinese market economy, 
we can use a series of flexible market measures such as bid and tender, At the same time, encourage fair 
competition between each telecom company, and regard it as the last judgment of the enterprise cost 
accounting. 
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